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REPORT OF THE AUDITOR-GENERAL TO THE NORTHERN CAPE.RRSfetBKl&'EriJpS^^ 
LEGISLATURE AND THE COUNCIL ON KAREEBERG LOCAL MUNICIPALITY 

REPORT ON THE FINANCIAL STATEMENTS 


Introduction 

1 . I have audited the financial statements of the Kareeberg Local Municipality set out on 
pages to which comprise the statement of financial position as at 30 June 2012, the 
statement of financial performance, statement of changes in net assets and the cash flow 
statement for the year then ended, and the notes, comprising a summary of significant 
accounting policies and other explanatory Information. 

Accounting officer's responsibility for the financial statements 

2. The accounting officer is responsible for the preparation and fair presentation of these 
financial statements in accordance with the South African Standards of Generally 
Recognised Accounting Practice (SA Standards of GRAP) and the requirements of the 
Municipal Finance Management Act of South Africa, 2003 (Act No. 56 of 2003) (MFMA) 
and the Division of Revenue Act of South Africa, 201 1 (Act No. 6 of 201 1 as amended) 
(DoRA), and for such internal control as the accounting officer determines is necessary to 
enable the preparation of financial statements that are free from material misstatement, 
whether due to fraud or error. 

Auditor-General's responsibility 

3. My responsibility is to express an opinion on these financial statements based on my audit. 

I conducted my audit in accordance with the Public Audit Act of South Africa, 2004 (Act No. 
25 of 2004) (PAA), the general notice issued in terms thereof and International Standards 
on Auditing. Those standards require that I comply with ethical requirements and plan and 
perform the audit to obtain reasonable assurance about whether the financial statements 
are free from material misstatement. 

4. An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor's 
judgement, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error. In making those risk assessments, the auditor 
considers internal control relevant to the entity's preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
entity’s internal control. An audit also includes evaluating the appropriateness of accounting 
policies used and the reasonableness of accounting estimates made by management, as 
well as evaluating the overall presentation of the financial statements. 

5. 1 believe that the audit evidence I have obtained is sufficient and appropriate to provide a 
basis for my audit opinion. 

Opinion 

6. In my opinion, the financial statements present fairly, in all material respects, the financial 
position of the Kareeberg Local Municipality as at 30 June 2012, and its financial 
performance and cash flows for the year then ended in accordance with SA Standards of 
GRAP and the requirements of the MFMA and DoRA. 



did not implement the requirements of the FMPPI when. the IDP was developed and is still 
in the process of correcting this in order to comply with the requirements. 


Compliance with laws and regulations 

1 performed procedures to obtain evidence that the entity has complied with applicable laws and 
regulations regarding financial matters, financial management and other related matters. My 
findings on material non-compliance with specific matters in key applicable laws and regulations 
as set out in the general notice issued in terms of the PAA are as follows: 

Strategic planning and performance management 

17. The municipality did not adopt a framework that describes and represents how the 
municipality’s cycle and processes of performance planning, monitoring, measurement, 
review, reporting and improvement will be conducted, organised and managed, including 
determining the roles of the different role players as required by sections 38, 39, 40 and 41 
of the Municipal Systems Act. 2000 (Act No. 32 of 2000) (MSA) read with regulations 7 and 
8 of the Municipal Planning and Performance Management Regulations, 2001 . 

1 8. The municipality did not establish a performance management system in line with the 
priorities, objectives, indicators and targets contained in its !DP and did not determine the 
frequency of reporting and the lines of accountability for performance and did not relate to 
the municipality's performance management processes and did not provide for procedures 
by which the system is linked to the municipality’s integrated development planning 
processes, as required by section 3B(a) of the MSA and Municipal Planning and 
Performance Management Regulation 7(2)(c). (e). (0 and (g). 

1 9. The municipality did not establish mechanisms to monitor and review its performance 
management system, as required by section 40 of the MSA. 

20. The municipality did not; 

° set appropriate key performance indicators as a yardstick for measuring performance, 
including outcomes and impact, with regard to the municipality's development priorities 
and objectives set out in its IDP 

o set measurable performance targets with regard to each development priority and 
objective 

“ monitor performance, with regard to each of those development priorities and objectives 
and against the key performance indicators and targets set 
o measure and review performance at least once per year, with regard to each of those 
development priorities and objectives and against the key performance indicators and 
targets set 

° take steps to improve performance with regard to those development priorities and 

objectives where performance targets are not met] as required by section 41 of the MSA. 

2 ! . The annual budget of the municipality is not based on the development priorities and 

objectives as well as the performance targets set by the municipality in its. IDP as required 
by regulation 6 of the Municipal Planning and Performance Management Regulations, 2001 . 

Budgets 

22. 1 he accounting officer of the municipality did not by 25 January assess the performance of 
the municipality during the first half of the financial year, taking into account the 
municipality's service delivery performance during the first half of the financial year and the 



, service delivery targets and performance indicators set in the service delivery and budget 
impiementaticn plan as required by section 72(1)(a)(il) of the MFMA . 

Annual financial statements, performance and annual report 

23. The annual performance report for the financial year under review was not prepared, as 
required by section 46 of the MSA and section 121(3)(c) of the MFMA. 

Procurement and contract management 

24. Goods and services of a transaction value above R200 000 were procured without inviting 
competitive bids, as required by SCM regulation 19(a) and without being advertised for a 
required minimum period of 14 days as required by SCM regulation 22(1) and 22(2). 

25. Bid specifications were not always drafted by bid specification committees which were 
composed of one or more officials of the municipality as required by SCM regulation 27(3). 

26. Extensions of a project was done in contradiction with the requirements of the National 
Treasury instruction note on enhancing compliance monitoring and improving transparency 
and accountability in supply chain management. 

Internal control 

I considered internal control relevant to my audit of the financial statements, annual 
performance report and compliance with lavjs and regulations. The matters reported below 
under the fundamentals of internal control are limited to the significant deficiencies that resulted 
in the findings on the annual performance report and the findings on compliance with laws and 
regulations included in this report. 

Leadership 

27. The municipality did not have sufrlcient monitoring controls to ensure the proper 
implementation of the overall process of planning, budgeting, implementation and reporting 
relating to the setting of predetermined objectives and the reporting thereof. 

28. The municipality did not have an adequate number of and sufficiently skilled resources to 
plan, manage and report on its performance information as required by the MSA. 

29. The leadership does not exercise oversight responsibility over performance reporting and 
compliance with laws and regulations and internal control. The leadership does not receive 
any positive or negative reporting on compliance with laws and regulations. 



Governance 


30. The municipality did not identify risks relating to the achievement of compliance and 
reporting on predetermined objectives. Consequently, controls were not developed to 
prevent, detect compliance matters and reporting on predetermined objectives. 


Kimberley 
30 November 2012 
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